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MEMORANDUM OF DECI SION [ DOC. #148, #152, #170, #172]

This patent and antitrust case concerns the intellectual
property rights of counterclaimplaintiff Soundview Technol ogi es,
Inc. (Soundview) to the V-Chip technology utilized by a nunber of
tel evi si on manuf acturers, counterclai mdefendants. Famliarity
with the procedural and factual background of this litigation is
presuned. See, e.q., Ruling on CounterclaimDefendant EIA s
Motion to Dismss dated June 14, 2001 [doc. #262]. Relevant to
the instant notion, counterclai mdefendant Sharp El ectronics
Corporation (Sharp) clainms it received an inplied governnmenta

license to use Soundview s patented V-chip technol ogy when



Congress passed the Tel econmuni cati ons Act of 1996 (the 1996
Act); in the alternative, it argues that Soundview is both
legally and equitably estopped frombringing this infringenent
action because of its conduct before the Federal Comunications
Comm ssion (FCC) during the proceedings to pronul gate regul ati ons
under the 1996 Act. All of the remaining counterclaimdefendants
(Sony, Toshi ba, Matsushita, JVC, Mtsibishi Digital Electronics,
and the Electronic Industries Association) have noved to join
Sharp’s notion. See doc. #148, #152, #170, #172. For the
reasons that follow, the notion is DEN ED
St andard

Sharp acknowl edges that it has the burden of proof on its

affirmati ve defenses of inplied |license and estoppel. See, e.q.,

Mooney v. City of New York 219 F.3d 123 (2d Cr. 2000), citing

United States v. Ordahl, 104 F.3d 1143, 1146 (9th G r. 1997)

(party asserting the affirmative defense of estoppel has burden
of proof). In order to prevail on its summary judgnent notion
therefore, Sharp nust denonstrate that no reasonabl e fact-finder
could find against it on its affirmati ve defenses, and that it is
entitled to judgnent as a matter of law. The Court further notes
that at the time this notion was filed, Soundview had not yet
taken any di scovery, and "[o]nly in the rarest of cases nay
sunmary judgnment be granted against a plaintiff who has not been

af forded the opportunity to conduct discovery." Hellstromyv.




US. Dep't of Veterans Affairs 201 F.3d 94, 97 (2d Cr. 2000).

Di scussi on
In patent law, the granting of a license "signifies a
patentee's waiver of the statutory right to exclude others from
maki ng, using, or selling the patented invention." Wng

Laboratories, Inc. v. Mtsubishi Electronics Anerica, Inc., 103

F.3d 1571, 1580 (Fed. Cir. 1997), cert. denied, 522 U S. 818

(1997). An inplied license, like an express license, is a

conpl ete defense to a claimof patent infringenent. Carborundum

Conmpany v. Mdlten Metal Equi pnent | nnovations, Inc., 72 F.3d 872,

878 (Fed. Cir. 1995). An inplied |icense nay arise by

acqui escence, conduct, equitable estoppel or by |egal estoppel.
Wang, 103 F.3d at 1580 (citations omtted). "These |abels
descri be not different kinds of |icenses, but rather different
cat egories of conduct which lead to the sane concl usion: an
inplied license.” [d. The Federal Circuit has noted that
"judicially inplied licenses are rare under any doctrine." WAng

103 F. 3d at 1581; see also Stickle v. Heublein 716 F.2d 1550,

1558 (Fed. Cir. 1983) (referring to "the relatively few instances
where inplied |licenses have been found . . . ."). \Wether an

inplied license exists is a question of law. Carborundum 72

F.3d at 877.
Sharp clainms that two bases exist for the finding of an

inplied license: first (what Sharp calls "l egal estoppel”), the



United States governnment granted it an inplied |license by virtue
of its mandate in the 1996 Act that V-chip technol ogy be
i ncorporated into new television sets sold in this country; and
second, that Soundview is equitably estopped from denying the
exi stence of an inplied license because it had a | egal obligation
to informthe FCC of its patent clains and of the |icense granted
to the U.S. governnent. The Court concludes that summary
judgnment is inappropriate on either of these grounds, as Sharp
has failed to denonstrate that it is entitled to judgnent as a
matter of |aw.

In analyzing the federal government’s authority to grant
i censes on Soundview s patent (the ‘584 patent), the Court
agrees with Sharp that the relevant | anguage is that of paragraph
1(b) of Executive Order No. 10096, which provides for the
reservation to the governnent of a non-exclusive, royalty-free
license "with power to grant licenses for all governnental
purposes.” Sharp Ex. 5. Al of the docunents and forns filled
out by Elam and the other inventor of the ‘584 patent reference
this provision, and contrary to Soundview s position, the
| anguage of paragraph 1(b) does on its face reserve to the
governnment the power to grant licenses. Such licenses can only
be granted for "governnental purposes,” however, and Sharp’s
argunment founders on this requirenent. Sharp maintains that
‘governnmental purposes’ nust be interpreted to nean anything the
gover nnment does, which includes legislating to require that V-
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chips be included in television sets. As Soundvi ew caustically
poi nts out, however, "Sharp and its co-conspirators sell their TV
sets to consuners to watch ‘\Weel of Fortune,’” not the United
States governnent to run air traffic control centers or the
like." Soundview Mem at 19. Mre to the point, the |egislation
adopted by Congress, while manifesting a "conpelling interest” in
i npl ementing the technology to allow the bl ocking of

obj ecti onabl e programm ng, didnot nandate that Sharp and the

ot her manufacturers use Soundview s technol ogy. Rather, 8 551 of
Public Law 104-104 states that the FCC shall oversee the
"adoption of standards by the industry" and that FCC rul es shal
require all televisions to "conformto signal bl ocking

speci fications established by the industry . . . ." Sharp

di scounts this distinction by arguing that the adoption of

st andards was nandated by the 1996 Act, but this reductioni st
argunent ignores the fact that the industry, through the R4.3
subcomm ttee, chose the standard that Soundvi ew now al | eges
infringes its patent. Sharp seeks to avoid this fact by arguing
t hat since Soundvi ew maintains that any inplenentation of V-chip
t echnol ogy nmandated by the federal governnment infringes its
patent, it is "unfair for Soundview to argue that the 1996 Act
does not conpel use of Soundview s specific technology."” Sharp
Reply Mem at 7.

In one of the letters exchanged between Sharp and Soundvi ew



about a license and submitted by Sharp in support of its summary
j udgnent notion, however, Soundview s then-attorney stated that
"Elam s technology is not explicitly required under the

Tel ecommuni cati ons Act or FCC regul ations." Sharp. Ex. 17.

Wil e Sharp points to nunerous uses of the term "mandate" and
"requirenments” in both the 1996 Act and the FCC Report

i npl ementing it, these do not denonstrate |egislative conpul sion
to use a particular patent; rather, they refer to a nandated
outconme: new tel evision sets are to have program bl ocki ng
capabilities, and the FCCis to make sure it happens. 1In the
Court’s view, the "conpelling interest" |anguage in the

| egi sl ative history should be read nore as Congressional attenpts
to make a record denonstrating that it chose narrowy tailored
means to acconplish a conpelling governnental interest for

pur poses of prospective First Amendnent chall enges, rather than a
mani festation of any intent to allow tel evision manufacturers to
practice the ‘584 patent.

G ven that the governnent has not mandated the use of a
particul ar technol ogy, but rather industry selected the standard
whi ch requires, in Soundview s opinion, that the manufacturers
infringe its patent, the "governnmental purpose" served by
all om ng Sharp to use Soundview s patent royalty-free is hard to
di scern. This conclusion is strengthened by Soundview s evi dence
showi ng that on the two occasi ons when the governnment was asked
expressly to license a patent or preenpt intellectual property
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rights, the governnent declined. The FCC rejected Toshiba’s
request to preenpt certain patents, finding that the possibility
of existing patents "does not inherently conflict with the rules
adopted in this proceeding since no evidence has been presented

of unreasonable royalty or licensing policies," deciding instead
"to allow the nmarket to decide or innovate which inplenentation
technol ogies will be used.” Soundview Ex. B at § 41 Based on
this decision, the Air Force also declined a request for a
governnental |icense under the ‘584 patent in particular,

concl udi ng that Thonmson had presented "no conpel ling reason why
such a governnental purpose |license as has been requested by
[ Thonson] shoul d be approved.” Sharp Ex. 20.

Sharp has not identified any cases where an inplied
governnental |icense was found to exist based sinply on
pronouncenents in the |l egislative history of a particular
statute. Rather, the cases cited by Sharp invol ve governnent
contractors or subcontractors, in which the disposition of patent

ri ghts was an express provision of the contract, or where the

governnment itself owned the patent. See AMP Inc. v. United

States, 389 F.2d 448 (C. d. 1968) (tool devel oped pursuant to
contract with the Arny that required inventor to grant the

governnment an "irrevocabl e, nonexcl usive, nontransferable and
royalty-free license" to practice the invention). Wen Arny then

contracted with anot her conpany to manufacture tool, inventor’s



infringenment suit based on after-acquired patent that purportedly

dom nated origi nal patent was estopped. Filntec Corp. v.

Hydr anautics, 982 F.2d 1546 (Fed. Cir. 1992) (invention conceived

pursuant to research paid for by a governnent contract entered
into under a statute requiring title to the invention to vest in

t he governnent); Tektronix v. United States, 351 F.2d 630 (Ct.

Cl. 1965) (patent infringenent counterclaimfiled by the federa
governnment alleging that certain patents it owned had been
infringed by the plaintiff conpany).

The opinion in Nuclear Data, Inc. v. Atom c Energy

Comm ssion, 180 U.S.P.Q 286 (N.D. Ill. 1973), upon which Sharp
heavily relies, is simlarly distinguishable. The invention in

t hat case had been concei ved and devel oped while the inventor was
an enpl oyee of an institution that contracted with the Atom c
Energy Conm ssion pursuant to a contract which gave the

Comm ssion the "sole power to determ ne whether or not . . . a
patent application shall be filed and to determ ne the

di sposition of the title to and rights under any application or
patent that may result.” 1d. at 287. A patent covering the

i nvention was issued, and the Atom ¢ Energy Conm ssion "reserved
to the United States an exclusive license to use the patent for
bot h governnental and non-governnental purposes” and which by the
license’s terns gave the Commi ssion "the power to |icense others

to use the [patent] in whatever manner the agency deened



desirabl e, whether through sublicensing manufacturers or
otherwse." |d.

The Atom c Energy Commi ssion then revoked the |icense and
divested the United States of all rights in the patent "except
for a nonexclusive right to use it for governnmental purposes
only." 1d. 1In response to this change, a conpetitor of the
inventor’s enpl oyer brought suit against the federal agency for
changing the license terns, because had the Iicense not been
changed, "plaintiff could have obtained a royalty-free |icense.

to practice the patent fromthe Comm ssion. 1d. The Court

is actually nystified by Sharp’s citation of theNuclear Data

case, because the change in the license ternms better supports
Soundview s position — the first license, which would have
granted the royalty-free license that Sharp seeks here, contains
much nore explicit |language than in the present case, and the
terns of the second license are nuch closer to that which the
governnent reserved in the 584 patent. The case |law cited by
Sharp thus does not persuade the Court that counterclaim
defendants are entitled to judgnent as a matter of |aw by virtue
of any "inplied license" granted by the federal governnent.
Sharp’s argunent that an inplied |icense arises by virtue of
Soundvi ew s actions before the FCC is equally unavailing.

Equi t abl e estoppel, or "estoppel in pais,” |ooks at the entire
course of conduct to determ ne whether the patentee m slead the
alleged infringer into believing that it would not enforce its
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patent rights. See Wang, 103 F.3d at 1580. |In order to
establish equitable estoppel against a patent infringenent claim
the alleged infringer nust denonstrate each of the follow ng
el ements by a preponderance of the evidence:

1) The patentee, through m sl eadi ng conduct, |eads the

al l eged infringer to reasonably infer that the patentee does
not intend to enforce its patent against the all eged

infringer. "Conduct" may include specific statenents,
action, inaction or silence where there was an obligation to
speak.

2) The alleged infringer relies on that conduct.

3) Due to its reliance, the alleged infringer will be

materially prejudiced if the patentee is allowed to proceed
wthits claim

Aukerman v. R L. Chaides Constr. Co., 960 F.2d 1020, 1028 (Fed.

Cir. 1992) (en banc). The grounds for equitable estoppel here,
Sharp argues, are Soundview s failure to make any nention of the
‘584 patent when it submtted its comments to the FCC, and its
failure to notify the industry that it intended to demand
royalties for the use of its patent. An inplied |icense to Sharp
therefore exists arising out of Soundview s "uncl ean hands, "
according to Sharp. The Court disagrees with Sharp’s
characterization of Soundview s conduct, as at the |east, facts
remain in dispute as to whet her Soundview s conduct was

m sl eadi ng, and whether Sony relied on this conduct to its

detrinment. See Janesbury Corp. v. Litton Indust. Products, |nc.,

427 F. Supp. 756 (D. Conn. 1977) (denying summary judgnment on
equi t abl e estoppel defense because substantial fact issues
existed as to availability of defense).
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Soundvi ew contends that its objective wwth the FCC was to
advocate for the adoption of a uniform standard, rather than
mul ti pl e standards, and based on the evidence in the record a
fact-finder could credit this interpretation of its actions
before the FCC. See Sharp Ex. 13 (Soundview s comments to the
FCC, speaking in general terns about the need to pronptly adopt
"a rating systemand technical standard") (enphasis added).
Sharp has not identified any authority requiring Soundview to
disclose its patent interests, in a context where Soundvi ew was
not speaking to the technical standard that should be adopted.
Soundvi ew has averred that it was not a nenber of the R4.3
subcommttee at the time relevant to this dispute, and the case
|aw cited by Sharp inposing a duty to disclose patent interests

when the patentee is involved in the standards-setting procedure

is therefore distinguishable. See Stanbler v. Diebold, Inc., 11
US P.Q2d 1709 (E.D.N. Y. 1988) (plaintiff sat on ANSI standards
commttee but did not divulge patent interests, and then sued for

infringement ten years later); Potter Instrunent Co. v. Storage

Technol ogy Corp., 207 U.S.P.Q 763 (E.D. Va. 1980) (after hearing

involving live testinony and "vol um nous exhibits," district
court dism ssed infringenent action where representative of the
patentee sat on the ANSI standards comm ttee but did not disclose
its ownership of the patent, even when one of its |icensees

proposed the patented technol ogy as an industry-w de standard for
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"Z buffers"” on magnetic tape drives).

Even if "m sl eadi ng" conduct on the part of Soundvi ew coul d
be found as a matter of |law, Sharp has also failed to submt any
evi dence showing that it relied on Soundview s conduct. Reliance
is an elenent "essential to equitable estoppel," Aukerman, 960
F.2d at 1042, and to show reliance, "the infringer nust have had
a relationship or conmunication with the plaintiff which lulls
the infringer into a sense of security” in going forward with its
plans. 1d. Sharp made no argunments in its brief regarding
reliance, and in response to a question regarding this elenent at
oral argunent, nerely posited that reliance could be presuned.
The Court declines to make such a presunption on this record,
where there is no evidentiary show ng that Soundview s inaction
or silence had sonme effect on Sharp and the other television
manuf acturers. For instance, there is no indication that Sharp
even read Soundview s coments to the FCC, nuch | ess concl uded
fromthemthat Soundview did not intend to enforce its rights.

Nor is there any indication that Sharp knew that Bernard Lechner,
had any association with Soundview (in fact, the Counterclains
suggest that Lechner was sonething of a "secret agent"), such
that his failure to speak could allow the manufacturers to assune
Soundvi ew woul d not pursue its clains.

W t hout any evidence of reliance, and w thout identifying
case law inposing a duty on Soundview to disclose its patent
rights in these circunstances, the Court cannot concl ude that
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Sharp is entitled to judgnent as a matter of lawon its
affirmati ve defense of equitable estoppel. Although it nmay be

the case that Soundvi ew purposefully concealed its patent rights
during the standards-adoption process and then sprang its
intentions to enforce the ‘584 patent on tel evision manufacturers
who reasonably believed that Soundvi ew woul d not pursue an
infringement claim the record is not so undi sputed, and the case
| aw not so persuasive, that Sharp is entitled to judgnent as a
matter of law. Sharp may, of course, pursue its equitable
estoppel defense at trial, and discovery may uncover further
i nformation regardi ng Soundvi ew s notivations and conduct, but
judgnent on Sharp’s affirmative defense is premature at this
poi nt .
Concl usi on

For the reasons discussed above, the notion of counterclaim
def endant Sharp for summary judgnment [doc. #148] is DEN ED. As
count ercl ai m def endants Thonmson Consuner El ectronics, JVC
Ameri cas Corporation, and Matshushita Electrical Corporation have

adopted Sharp’s argunents, their notions for sunmary judgnent

[ doc. #152, #170, #172] are DEN ED as well.

I T 1S SO ORDERED
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Janet Bond Arterton, U. S.D. J.

Dat ed at New Haven, Connecti cut: July 16, 2001
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